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Dear Mr F Cassimjee 


uMFOLOZI MUNICIPALITY DRAFT ANNUAL BUDGET 2020/2021 

The 2020/2021 Draft Annual Budget of uMfolozi Local Municipality was prepared in terms of 
Section 16 of the Municipal Finance Management Act 56 of 2003 and it has been approved 
by Council on the 25 th March 2020. 

Attached please find the following documents: 

1. The Executive Summary. 

2. Draft Annual Budget Schedules. 

3. The Full Council Resolution to approve Annual Budget for 2020/2021. 

4. Quality Certificate 

5. Budget Locking Certificate 

I hope you will find this in order, for more information please do not hesitate to contact the 
Chief Financial Officer. 
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Dear Madam 

uMFOLOZI MUNICIPALITY DRAFT ANNUAL BUDGET 2020/2021 

The 2020/2021 Draft Annual Budget of uMfolozi Local Municipality was prepared in terms of 
Section 16 of the Municipal Finance Management Act 56 of 2003 and it has been approved 
by Council on the 25 th March 2020. 
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1. The Executive Summary. 

2. Budget Schedules. 

3. The Full Council Resolution to approve Draft Annual Budget for 2020/2021. 
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5. Budget Locking Certificate 
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Chief Financial Officer. 
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I, KE Gamede, in my capacity as accounting officer of the municipality, hereby certify that: 

• The adopted annual budget has been captured on the municipality’s financial system; 

• There is 100 per cent reconciliation between the budget on the system and the budget 
adopted by council; 

• The adopted annual budget on the municipality’s financial system is locked and will not 
be changed as it serves as the baseline against which to monitor and measure 
performance; and 

• The relevant budget return forms have been submitted to the local government 


database. 


I, further certify that the municipality has in place controls to ensure that any changes to the 
adopted budget will be captured separately and only in accordance with: 
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• a final annual budget approved by council. 
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QUALITY CERTIFICATE 


l K.E GAMEDE, Municipal Manager of uMFOLOZI LOCAL MUNICIPALITY, hereby 
certify that the Draft Annual Budget and supporting have been prepared in accordance with the 
Municipal Finance Management Act and the regulations made under the Act and that the Draft 
Annual Budget and supporting documentation are consistent with the Integrated Development 
Plan of municipality. 

MR K.E GAMEDE 
MUNICIPAL MANAGER 


Of 
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The 2020/2021 Draft Annual Budget of uMfolozi Local Municipality was prepared in terms of 
Section 16 of the Municipal Finance Management Act 56 of 2003 and it has been approved 
by Council on the 25 th March 2020. 

Attached please find the following documents: 

1. The Executive Summary. 

2. Budget Schedules. 

3. The Full Council Resolution to approve Draft Annual Budget for 2020/2021. 

4. Quality Certificate 
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I hope you will find this in order, for more information please do not hesitate to contact the 
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Glossary 

Allocations - Money received from Provincial or National Government or other municipalities. 

Budget-The financial plan of the Municipality. 

Adjustment budget - Prescribed in section 28 of the MFMA. The formal means by which a municipality may 
revise its annual budget during the year. 

Budget related policy - Policy of a municipality affecting or affected by the budget, examples include tariff 
policy, rates policy, credit control and debt collection policy. 

Capital expenditure - Spending on assets such as land, buildings and machinery. Any capital expenditure 
must be reflected as an asset on the Municipality's balance sheet. 

Cash flow statement-A statement showing when actual cash will be received and spent by the Municipality. 
Cash payments do not always coincide with budgeted expenditure timings. For example, when an invoice is 
received by the Municipality it is shown as expenditure in the month it is received, even though it may not 
be paid in the same period. 

DORA - Division of Revenue Act. Annual legislation that shows the total allocations made by national to 
provincial and local government. 

Equitable share - A general grant paid to municipalities. It is predominantly targeted to help with free basic 
services. 

Fruitless and wasteful expenditure - Expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. 

GFS - Government Finance Statistics. An internationally recognised classification system that facilitates like 
for like comparison between municipalities. 

GRAP - Generally Recognised Accounting Practice. The new standard for municipal accounting. 
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IDP- Integrated Development Plan. The main strategic planning document of the Municipality. 

MBRR- Local Government: Municipal Finance Management Act (56/2003): Municipal budget and reporting 
regulations. 

MFMA- Local Government: Municipal Finance Management Act (56/2003). The principle piece of legislation 
relating to municipal financial management. Sometimes referred to as the Act. 

MIG - Municipal Infrastructure Grant. 

MTREF - Medium Term Revenue and Expenditure Framework. A medium term financial plan, usually 3 years, 
based on a fixed first year and indicative further two years budget allocations. Also includes details of the 
previous and current years' financial position. 

Operating expenditure- Spending on the day to day expenses of the Municipality such as salaries and wages. 

Rates - Local Government tax based on the assessed value of a property. To determine the rates payable, 
the assessed rateable value is multiplied by the rate in the rand. 

SDBIP - Service Delivery and Budget Implementation Plan. A detailed plan comprising quarterly performance 
targets and monthly budget estimates. 

Strategic objectives - The main priorities of the Municipality as set out in the IDP. Budgeted spending must 
contribute towards the achievement of the strategic objectives. 

Unauthorised expenditure - Generally, is spending without, or in excess of, an approved budget. 

Virement - A transfer of budget. 

Virement policy - The policy that sets out the rules for budget transfers. Virements are normally allowed 
within a vote. Transfers between votes must be agreed by Council through an Adjustments Budget. 

Vote - One of the main segments into which a budget. In uMfolozi Municipality this means at directorate 
level. 
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PART 1 - DRAFT ANNUAL BUDGET 

Section 1 - Mayor's Report 

Honourable Speaker, Deputy Mayor, Members of Executive Committee, Amakhosi of uMfolozi 

Municipality, Honourable councillors, Municipal Manager, Senior managers. Middle Managers, other 

members of staff, community members and other stakeholders, may I humbly greet you all. 

As we present this budget, we must note the following: 

> The year 2020 marks 26years of freedom and democracy in South Africa. This provides a unique 
opportunity for people around the world to reflect on our world icon Dr Nelson Mandela's life, times 
and to promote his legacy. 

> We must not leave out the pandemic of COVID19 that has terrorised our country and the world. 

> Let us not forget to off-set one year from five (5) years in office, which means that we are only left 
with (1) year to deliver services to the people of uMfolozi Local Municipality. 


Ngicela ukukhuleka ebukhosini esibakhele, ubukhosi bakwa Mbuyazi, ubukhosi bakwa Sokhulu, ubukhosi 
bakwa Mthethwa, ubukhosi bakwa Mthiyane, ubukhosi bakwa Mthembu. 

Let me take this opportunity and thank Honourable Speaker and his Council for knowing their 
responsibilities and for entrusting me with the responsibility of discharging functions assigned to the 
Office of the Mayor. 

I also wish to take this opportunity to thank all senior officials, led by the Municipal Manager, Mr KE 
Gamede and the budget steering committee led by the Chief Financial Officer, Mr KN Mthethwa for the 
coordination and consolidation of the draft budget that is presented before council today. 

The elected Council was the first to implement mSCOA with effect from 01 July 2017, which coincides 
with the commencement of the new financial year. We are required by law that our budget is mSCOA 
compliant and we must be able to transact across all mSCOA segments. 

In terms of Section 24(1) of the MFMA, the Mayor must at least 90 days before the start of the budget 
year table the draft annual budget to Municipal Council. The 2020/2021 budget is prepared in accordance 
with the MFMA and the Municipal Budget and Reporting Regulations issued by the Minister in terms of 
Section 168(1) of the Act. 

In terms of these regulations, a multi-year budget spanning over three years is prepared. It needs to be 
noted that the figures for 2020/2021 - 2022/2023 are indicative in terms of the medium-term revenue 
and expenditure framework. The functions have been ring-fenced in terms of the Council vote structure. 

In terms of the tariff increase, we must strive to maintain acceptable levels that will be accommodative of 
all households in terms of affordability, from the poor to the well-off citizens. 
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With regards to employee related costs, the municipality is guided by law and applicable collective 
agreement. A provision for salary increment is estimated at 6.25%. The significant increase in employee 
cost is caused by the implementation of notch progressions and other positions affected by job evaluation. 

Councillors remuneration is guided by Government Notice on the Remuneration of Public Office Bearers 
Act published in December. Budgeted councillors remuneration is based on the estimated 6.25% from 
current remunerations. 

Section 62(1) of the MFMA stipulates that the Accounting Officer of a Municipality is responsible for 
managing the financial administration of a municipality and must for this purpose take all reasonable 
steps to ensure that the resources of the municipality are used effectively, efficiently and economically. 

In terms of legal framework, the elected council and Accounting Officers are required to institute 
appropriate measures to ensure that the limited resources and public funds are appropriately utilized to 
ensure value for money is achieved. 

The Government Gazette on cost containment is to guide municipalities and municipal entities on cost 
containment measures that maybe implemented in an effort to address the impact of the country's 
economic challenges and to promote growth, address unemployment and equality, amongst others. 

Cost containment measures must be implemented to eliminate wasteful expenditure, reprioritize 
spending and ensure savings on certain focus areas among others, Engagement of consultants, vehicles 
used for political office-bearers, Travel and Subsistence costs, accommodation costs, conferences, 
meetings, study tours, catering and event related costs. 

Municipalities are advised to ensure appropriate monitoring and reporting on such cost saving measures. 

The total projected revenue and expenditure for 2020/2021 budget year is R239 million, the total grants 
and subsidies that will be received is R208 million. 

The total budgetary items with direct impact to our communities excluding Infrastructure Projects is R18 
million. The total Capital Projects funded by Grants is R45 million. 

Electrification programme as pe the grant receivable amounts to R12million. A total amount of 
R9.4million has been allocated for the repairs and maintenance. 

The truth of the matter is that our Municipality is a rural low-capacity Municipality, fully dependent on 
government grants and yet we are expected to deliver equal services like urban high-capacity 
municipalities. 

This means that as this council, we need to document prudent financial recovery and revenue generation 
strategies so that we can be able to transform the lives of the people that we serve. We owe it to the 
people of uMfolozi Municipality who voted this Council into power to be responsive, accountable, 
effective and efficient Municipality, 

Lastly, I wish to share with you the following motivational quotes from the famous Global Motivational 
Speakers; 

"To handle yourself, use your head, to handle others, use your heart". Eleanor Roosevelt 
"Victory has a hundred fathers and defeat is an orphan". John F. Kennedy 
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"The greatest leader is not necessarily the one who does the greatest things. He is the one that gets the 
people to do the greatest things". Ronald Reagan. 

I Thank You! 

1.1.2 Other relevant information 
The report is unaudited. 

Section 2 - Resolution 

On the 25 th of March 2020 the Council of uMfolozi Local Municipality met at the Council Chambers of 
uMfolozi Municipality to consider the approval of the following: 

• Approve Draft Annual Budget Schedules 

• Approve A1 to A10 Draft Annual Budget Schedules 

• Approve SA1 to SA38 Draft Annual Budget supporting tables 

• Delegates the Accounting Officer or his delegate to sign quality certificate 

The council of uMfolozi Local Municipality, acting in terms of section 24 of the MFMA 56 of 2003 
approves and adopts the draft annual budget of the municipality for the financial year 2020/21 and the 
multi- year appropriation. Refer to Council Resolution. 


Section 3 - Executive Summary 

3.1 INTRODUCTION 

The application of sound financial management principles for the compilation of municipality's financial 
plan is essential and critical to ensure that the municipality remains financial viable and that municipal 
service are provided sustainably, economically and equitably to all communities. Budget are prepared in an 
environment of uncertainty and assumptions need to be made about both 

Internal and external factors that could impact on the budget during the course of the financial year. 

Practices (GRAP), MFMA No. 56 of 2003. The budget has been compiled on a three year basis which is a 

legislative requirement. The draft annual budget documentation must be 

adopted by Council not later than 31 March, 90 days before the start of the budget year. 

The overall budget amounts to R239 million. The projected overall spending for the year 2020/2021 
amounts to R176 million in the operating budget and R30 million in the capital budget. 

The employee costs amounts to R67.5 million which represent 36% of the full year forecast of operating 
expenditure. This includes the vacant post which has not yet been filled. Salaries have been budgeted for 
as per existing organogram considering the notch progression implemented in July 2017 as well as some 
positions that will be affected by job evaluation. 
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The municipality existence of budget related policies ensure the proper monitoring of municipal budget; 
the existence of the policies is useful in monitoring the expenditure throughout the financial year. 

Events Overview: 

• The 2020/2021 Draft Integrated Development Plan was adopted on the 25 th of March 2020. 

• uMfolozi Local Municipality subsequently received an unqualified audit opinion for the year 
2018/19. 

• The Budget will be monitored through section 71 reports monthly. 

• The budget prepared is Municipal Standard Charts of Accounts compliant. 

3.2 PURPOSE 

In terms of Section 24(1) of the MFMA, the Mayor must at least 90 days before the start of the budget 
year table the draft annual budget to Municipal Council. The 2020/21 budget is prepared in accordance 
with the MFMA and the Municipal Budget and Reporting Regulations issued by the Minister in terms of 
Section 168(1) of the Act. 

The tabling of 2020/21 draft annual budget to council. 


3.3 STRATEGIC OBJECTIVE 

The strategic objective of this report is to ensure good governance, financial viability and optimal 
institutional transformation with capacity to execute its mandate. 

Section 21 of the MFMA (act 56 of 2003) requires that: 

(l)The mayor of a municipality must- 

(a) co-ordinate the processes for preparing the annual budget and for reviewing the municipality's 

integrated development plan and budget-related policies to ensure that the tabled budget and any 
revisions of the integrated development plan and budget-related policies are mutually consistent 
and credible; 

(b) at least 10 months before the start of the budget year, table in the municipal council a time schedule 

outlining key deadlines. 
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3.4 CONSOLIDATED PERFORMANCE 
3.4.1 Draft Annual Budget 
Revenue by source 

The municipality revenue has been estimated to be R239 million while the equitable share is projected to be 
R140.6 million, Expanded Public Works Programme grant is R1.7 million, Finance Management Grant Rl, 9 
million. Integrated National Electrification Programme grant is R12 million. Municipal Infrastructure Grant 
R39 million, Community Services Library is Rl million and Provincialisation of Libraries is Rl,8 million for 
the financial year 2020/21. 

Property Rates is budgeted at R26.6 million and Revenue from refuse removal is R703k.. Tariffs have been 
increased by different percentages across all consumer groups. The increase also affects the refuse charges 
and interest on arrears. It is important to note that revenue from property rates is still experiencing poor 
collection but it should be taken into consideration that negotiation with rates payers to ensure that the 
services are paid on time. 

Rental income is received for government departments that are occupying office spaces in the new Thusong 
Centre, hall hire charges and other employees that rent municipal properties. The municipality expect to 
receive additional rent from other government departments that will be occupying Thusong Centre which is 
now completed. 

Interest earned is the estimated interest to be received on short term investments of excess funds. Since 
the Municipality has opened a liquidity plus account, surplus funds are kept on this account to earn 
interest. Licences have been budgeted at 280k due to less demand of learners licences and also testing 
station is not yet operational. 

Fines have been budgeted at 132k as there is less fines issued as a result of change in operations of traffic 
officers who have been deployed at Teza weigh bridge, 

Other revenue consists of tender monies, SDL refunds, clearance certificates and dumping charges. 

Operating expenditure by type 

Total operating expenditure has been estimated to R186 million. The budgeted allocation for employee 
related costs for the 2020/21 financial year totals R67.5 million, which equals 36 per cent of the total 
Operating expenditure. Expenditure against overtime is only provided for emergency services and other 
critical functions. An increment of 6.25% has been budgeted for employee cost and also notch progressions 
have been taken into account. There are other positions that are currently under evaluation and there is 
possible increase in those respect posts. The budget also includes the estimated increase on those positions. 

The cost associated with the remuneration of councillors is determined by the Minister of Co-operative 
Governance and Traditional Affairs in accordance with the Remuneration of Public Office Bearers Act, 1998 
(Act 20 of 1998). The estimated budget also includes an estimate of 6% from the current budget. 

The municipality is currently engaging with rates payers and a revenue collecting strategy is being developed 

DRAFT ANNUAL BUDGET FOR 2020/2021 




Page | 10 

and as a result a debt impairment provision has been reduced compared to previous year's audited figures. 
A provision of interest amounting R710k has been made since the municipality has a loan with Absa Bank for 
Construction of Thusong Centre as well as finance lease for the grader. 

An amount of Rllmillion has been estimated for depreciation to accommodate other Projects that are 
currently work in progress and will be completed in the budget year 


Contracted services includes valuations costs, cleaning services, security services. Sanitation costs, IT 
advisory, Mscoa related costs, Document management systems. Marketing and branding of the 
municipality, Waste collection, Performance Management System and other costs for functions, events 
and awareness. Contracted services also include Electrification programmes funded by Integrated National 
Electrification Programme Grant. The costs for Security and Cleaning services has been increased due to 
scope being extended to other municipal buildings such as Thusong Centre,, Fire Station and 
Waste Transfer Station. 

Cash flows 

The municipality began the financial year with positive cash & cash equivalents. Cognisance must be taken 
of the current commitment against the available cash and investments. The grants received are Equitable 
Share R140 million; FMG R1.9 million; Library Grant R2.8 million; EPWP R1.7 million; MIG R39 million; INEG 
R12 million. 

The municipality anticipate to receive at least 75% of its rates and taxes overall on time. 

Interest earned is the estimated interest to be received on short term investments of excess funds. 

The municipality also has a loan of R7million that was taken in the year 2016 for completion of Thusong 
centre. The loan is payable bi-annually. Other payments relates to finance lease for Grader that will be fully 
paid in 2021. 


Capital expenditure 

Capital expenditure has been estimated to R52.8 million. The capital expenditure includes the budget for the 
Infrastructure Projects such as roads, creches and halls for the community and other capital expenditure 
used for operational purposes. From prioritization of capital expenditure its been noted that a number of 
roads needs to constructed in most wards. Capital expenditure funded by National Government amounts to 
R37 million, 8.7million is funded by Provincial Sport and Recreation. Funds will be utilised for the construction 
of Dondotha Sportfield and R6.9million is funded from our own revenue which will be utilised to fund new 
transport assets, furnitures, computers, etc. 

3.5 CONCLUSION 

Performance of revenue situation will be monitored closely. Operating expenditure will also be closely 
monitored to ensure appropriation of expenditure according to the budget. 

Section Draft Annual budget tables 

Table Al: Budget Summary 
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The municipality revenue has been estimated to be R239 million while the equitable share is projected to be 
R140.6 million, Expanded Public Works Programme grant is R1.7 million, Finance Management Grant Rl, 9 
million, Integrated National Electrification Programme grant is R12 million, Municipal Infrastructure Grant 
R39 million, Community Services Library is Rl million and Provincialisation of Libraries is Rl,8 million for 
the financial year 2020/21. 

Property Rates is budgeted at R26.6 million and Revenue from refuse removal is R703k.. Tariffs have been 
increased by different percentages across all consumer groups. The increase also affects the refuse charges 
and interest on arrears. It is important to note that revenue from property rates is still experiencing poor 
collection but it should be taken into consideration that negotiation with rates payers to ensure that the 
services are paid on time. 

Rental income is received for government departments that are occupying office spaces in the new Thusong 
Centre, hall hire charges and other employees that rent municipal properties. The municipality expect to 
receive additional rent from other government departments that will be occupying Thusong Centre which is 
now completed. 

Interest earned is the estimated interest to be received on short term investments of excess funds. Since 
the Municipality has opened a liquidity plus account, surplus funds are kept on this account to earn 
interest. Licences have been budgeted at 280k due to less demand of learners licences and also testing 
station is not yet operational. 

Fines have been budgeted at 132k as there is less fines issued as a result of change in operations of traffic 
officers who have been deployed at Teza weigh bridge, 

Other revenue consists of tender monies, SDL refunds, clearance certificates and dumping charges. 

Operating expenditure by type 

Total operating expenditure has been estimated to R186 million. The budgeted allocation for employee 
related costs for the 2020/21 financial year totals R67.5 million, which equals 36 per cent of the total 
Operating expenditure. Expenditure against overtime is only provided for emergency services and other 
critical functions. An increment of 6.25% has been budgeted for employee cost and also notch progressions 
have been taken into account. There are other positions that are currently under evaluation and there is 
possible increase in those respect posts. The budget also includes the estimated increase on those positions. 

The cost associated with the remuneration of councillors is determined by the Minister of Co-operative 
Governance and Traditional Affairs in accordance with the Remuneration of Public Office Bearers Act, 1998 
(Act 20 of 1998). The estimated budget also includes an estimate of 6% from the current budget. 

The municipality is currently engaging with rates payers and a revenue collecting strategy is being developed 
and as a result a debt impairment provision has been reduced compared to previous year's audited figures. 

A provision of interest amounting R710k has been made since the municipality has a loan with Absa Bank for 
Construction of Thusong Centre as well as finance lease for the grader. 

An amount of Rllmillion has been estimated for depreciation to accommodate other Projects that 
currently work in progress and will be completed. 
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Contracted services includes valuations costs, cleaning services, security services, Sanitation costs, IT 
advisory, Mscoa related costs, Document management systems, Marketing and branding of the 
municipality, Waste collection, Performance Management System and other costs for functions, events 
and awareness. Contracted services also include Electrification programmes funded by Integrated National 
Electrification Programme Grant. The costs for Security and Cleaning services has been increased due to 
scope being extended to other municipal buildings such as Thusong Centre,, Fire Station and 
Waste Transfer Station. 
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